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UNITED STATES DISTRICT COURT 

FOR THE NORTHERN DISTRICT OF CALIFORNIA 

 

UNITED STATES OF AMERICA, 

      Plaintiff, 

v. 
 

PACIFIC GAS AND ELECTRIC COMPANY, 
 
      Defendant. 
 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

 
 
 
        Case No.  CR-14-00175-TEH 

 
 

ORDER 
 

Pursuant to 18 U.S.C. § 3563(b)(22), IT IS HEREBY ORDERED: 
 

I. Goals and Scope of the Monitorship 
 
A. The goal of the Monitorship shall be to prevent the criminal conduct with respect to gas 

pipeline transmission safety that gave rise to the Superseding Indictment filed in this matter.  

To that end, and as more directly detailed in Sections I.B. and I.C. below, the Monitor’s goal 

is to help ensure Pacific Gas and Electric Company (“PG&E”) takes reasonable and 

appropriate steps to maintain the safety of the gas transmission pipeline system, performs 

appropriate assessment testing on gas transmission pipelines, and maintains an effective 

ethics and compliance program and safety related incentive program.  The Monitor shall seek 

to assure defendant’s compliance with the goals outlined in United States Sentencing 

Guidelines Section 8B2.1: Effective Compliance and Ethics Program. 

B. Since the time of the pipeline explosion in San Bruno, PG&E’s gas transmission pipeline 

safety programs and initiatives have been reviewed by federal and state agencies, and several 

independent third parties.  As a result of those reviews, PG&E has initiated numerous 
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programs and initiatives designed to improve the safety and effectiveness of its gas 

transmission pipeline system.  Those programs and initiatives are subject to the review of 

PG&E’s primary regulator, California Public Utilities Commission (“CPUC”), which has and 

continues to conduct its own reviews and direct PG&E to take certain actions.  The Monitor 

does not have authority to supplant the CPUC’s authority over, or decisions related to, gas 

transmission operations or pipeline safety.  Nor does the Monitor have authority to take 

action that would, directly or indirectly, require PG&E to take action contrary to the 

directives of its regulators.  Consistent with the CPUC’s primary jurisdiction over PG&E, the 

Monitor shall focus his or her review on the adequacy of PG&E’s completion of and 

continuing adherence to the following activities and standards: 

1) Implementation of policies and procedures sufficient to comply with CPUC 
Decision 16-09-055 (effective Sept. 30, 2016) relating to the handling of safety 
citations and timely reporting of self-identified potential violations. 

2) Completion of the collection and organization of the necessary pipeline strength 
test records and pipeline features information for validation of the Maximum 
Allowable Operating Pressure for PG&E’s gas transmission pipeline, consistent 
with the NTSB’s recommendations for maintaining asset records to a “traceable, 
verifiable, and complete” requirement, and in accordance with CPUC Resolution 
L-410 (Jan. 13, 2011), Decision 11-06-017, and Decision 12-12-030.   

3) Confirmation of satisfactory strength testing of at least 500 miles of gas 
transmission pipelines in 2017 and 2018.   

4) Upgrading and/or retrofitting approximately 300 miles of gas transmission 
pipelines to accommodate in-line inspection tools in 2017 and 2018.  

5) Consistent with CPUC Decision 15-04-024, Appx E at 1 (San Bruno OII Remedy 
4), implementation of Integrity Management procedures that ensure where data is 
missing, direct the Company to use conservative, supportable assumptions as 
required by ASME B31.8S. 

6) Consistent with CPUC Decision 15-04-024, Appx E at 1 (San Bruno OII Remedy 
3), completion of records search to include gas transmission pipeline historical 
leak data into a single database of transmission leak record data. 

7) Consistent with CPUC Decision 15-04-024, Appx. E at 1 (San Bruno OII Remedy 
2), implementation of Integrity Management procedures sufficient to ensure that 
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the data gathering processes, the data elements collected and reviewed, and 
company data sources meet the requirements of 49 CFR Part 192.917(b) and 
ASME B31.8S. 

8) Consistent with NTSB Recommendation P-11-29, implementation of Integrity 
Management revisions to include (1) a revised risk model, reflecting actual recent 
data on leaks, failures, and incidents; (2) consideration of defect and leak data for 
the life of each pipeline; (3) revised risk methodology to ensure assessment 
methods are selected for each pipeline segment; and (4) improved self-assessment 
that adequately measures whether the program is effectively assessing and 
evaluating the integrity of each covered segment. 

9) Implementation of policies and procedures that address threats caused by 
vegetation and structural encroachments on gas transmission pipelines.      

10) Implementation of processes and procedures that for each segment of gas 
transmission line in High-Consequence Areas, enable PG&E to calculate the 
expected life of the pipe using a fracture control analysis that (1) estimates 
maximum flaw sizes remaining after inspections and/or strength testing; (2) 
estimates potential crack growth rate based on the past history of and potential 
pressure cycles; (3) assesses the remaining life calculations; and (4) determines 
appropriate methods of reassessment and frequency of reassessment of each such 
segment. 

11) Consistent with CPUC Decision 15-04-024, Appx. E at 2 (San Bruno OII Remedy 
6), implementation of policies and procedures such that relevant data is 
incorporated in threat identification and assessment procedures for both covered 
and non-covered segments, including but not limited to potential manufacturing 
and construction threats, and leak data. 

12) Consistent with CPUC Decision 15-04-024, Appx. E at 2 (San Bruno OII Remedy 
9), implementation of threat identification and assessment procedures such that 
High-Consequence Areas are prioritized consistent with 49 CFR Part 
192.917(e)(3)-(4). 

13) Implementation of policies designed to incorporate changed circumstances into 
assessment methodologies and prioritization, including Risk Management 
Procedure 16 (“Threat Identification”) and TD 4810B-001 (“Changes to Integrity 
Management Pressure Testing Requirements for Unstable Manufacturing 
Threats”), consistent with ASME B31.8S. 

14) Consistent with CPUC Decision 15-04-024, Appx. E at 2 (San Bruno OII Remedy 
8), cessation of regularly increasing pipeline pressure up to a “system MAOP” to 
eliminate the need to consider manufacturing and construction threats, and 
analysis of segments that were subjected to the planned pressure increases to 
determine the risk of failure from manufacturing threats under 49 CRF Part 
192.917(e)(3), including review of strength-testing of all segments identified as 
having an unstable manufacturing threat. 
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15) Consistent with CPUC Decision 15-04-024, Appx. E at 2 (San Bruno OII Remedy 
10), implementation of threat identification and assessment policies and 
procedures such that cyclic fatigue and other loading conditions are incorporated 
into segment-specific threat assessments and risk ranking algorithm, including 
review of risk management procedures for appropriate treatment of cyclic fatigue 
and loading. 

C. If gas transmission pipeline safety issues arise during the term of the Monitorship, PG&E 

shall promptly bring those issues to the attention of the Monitor.  PG&E and the Monitor 

shall agree to the types of gas transmission pipeline safety issues that should be brought to 

the attention of the Monitor, with the United States Attorney’s Office for the Northern 

District of California (the “USAO” or “Government”) resolving any disagreements on the 

scope of such issues.  The Monitor will review and report on the adequacy of PG&E’s 

response to any gas transmission pipeline safety issues that arise during his or her term. 
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II. Monitor 

A. Retention of Monitor: 

1) Monitor: PG&E shall retain a monitor who shall be familiar with best practices for 

corporate codes of conduct, including implementation, training, and enforcement thereof 

(hereinafter the “Monitor”).  The parties shall collaborate to identify a mutually 

acceptable monitor within 90 calendar days after the Court imposes sentence (the 

“Effective Date”).  In the event the parties are unable to reach agreement on a mutually 

acceptable monitor, each party shall submit no more than two names to the Court and the 

Court shall determine the monitor.  PG&E shall retain the Monitor as soon as possible, 

but not later than 60 calendar days after the date the parties agree on a mutually 

acceptable monitor or the Court determines the monitor.  If the Monitor resigns or is 

otherwise unable to fulfill his or her obligations as set forth herein, a replacement Monitor 

shall be chosen consistent with the procedures set forth in this paragraph. 

B. Monitorship Scheduling and Compensation: 
 

1) The monitorship shall exist for a period of five years from the date of the Monitor’s 

retention unless terminated pursuant to paragraph D(8)(a) herein. 

2) The Monitor shall be authorized to employ personnel with appropriate professional 

qualifications, who are reasonably necessary, to assist in the proper discharge of the 

Monitor’s duties, as specified herein.  PG&E may offer suggestions on qualified 

professional personnel to assist the Monitor and the Monitor shall interview any such 

suggested personnel to assess their qualifications and any potential conflicts of interest.  

PG&E may perform routine conflict checks on individuals or entities the Monitor 

proposes to engage, and within two weeks of a proposed engagement, PG&E shall advise 

the Monitor if any conflict exists.  Disputes regarding conflicts shall be brought, in the 
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first instance, to the USAO for resolution.  If, after consideration and direction from the 

USAO, either the Monitor or PG&E believes the conflict issue has not been satisfactorily 

resolved, either the Monitor or PG&E may request the Court’s assistance in resolving the 

conflict issue. 

3) PG&E shall pay reasonable compensation and expenses of the Monitor, and any persons 

hired by the Monitor pursuant to his/her authority hereunder.  The Monitor, and any 

persons hired by the monitor, shall be compensated in accordance with their hourly rates 

or a reasonable fee determined by the Monitor based on applicable market rates. 

4) The Monitor shall prepare annual budgets for review by PG&E and the USAO.  The 

Monitor, PG&E, and the USAO shall meet at least annually to discuss improvements on 

the monitorship scope and/or cost.  PG&E may raise any concerns or issues regarding the 

monitorship cost and/or annual budgets either with the Monitor or the USAO, and the 

Monitor and the USAO shall give reasonable consideration to defendant’s concerns or 

issues.  If, after consideration and direction from the USAO, either the Monitor or PG&E 

believes the monitorship cost and/or annual budget issue has not been satisfactorily 

resolved, either the Monitor or PG&E may request the Court’s assistance in resolving the 

issue. 

C. Powers of the Monitor: 
 

1) The Monitor shall take such reasonable steps as, in the Monitor’s view, may be necessary 

to be fully informed with respect to the Monitor’s duties. 

2) PG&E shall cooperate with the Monitor to allow the Monitor to fulfill his or her duties 

under this Order, including providing the Monitor with access to all non-privileged 

information, documents, records, facilities and/or employees, as reasonably requested by 

the Monitor.   
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3) The Monitor shall maintain as confidential all non-public information, documents, and 

records it receives from PG&E, subject to the Monitor’s reporting requirements herein.  

The Monitor shall take steps to ensure that any of his/her consultants or employees shall 

also maintain the confidentiality of all non-public information.    Within thirty (30) days 

after the end of the Monitor’s term, the Monitor shall either return anything obtained from 

PG&E, or certify that such information has been destroyed. 

4) To the extent that the Monitor seeks access to information that is privileged or attorney 

work product, PG&E shall use its best efforts to provide the Monitor with comparable 

information without compromising the asserted privilege or protection. 

5) The Monitor may ask the Court to review in camera any documents the Monitor believes 

are necessary for him or her to review, but which PG&E has refused to provide to the 

Monitor based upon a claim of privilege, such as the attorney-client privilege.  The Court 

shall then determine whether such documents are protected by the attorney-client 

privilege and/or work product doctrine.    

D. Monitor’s Reviews and Reports: 
 

1) The Court may meet with the Monitor to discuss aspects of the monitorship as the Court 

sees fit. 

2) Initial Review and Report 

a. The Monitor shall conduct an initial review and prepare an initial report.  The 

Monitor’s initial review shall commence no later than 120 calendar days from the date 

of the engagement of the Monitor, unless otherwise agreed among PG&E, the 

Monitor, and the USAO.  After consultation with PG&E and the USAO, the Monitor 

shall prepare an initial written work plan, which shall be submitted to PG&E and the 

USAO for review and comment no fewer than 60 calendar days prior to commencing 
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the initial review.  PG&E and the USAO may provide comment no later than 30 

calendar days after receipt of the initial written work plan.  The Monitor’s work plan 

for the initial review shall set forth such steps as are reasonably necessary to conduct 

an effective initial review, and include a proposed budget.  In developing the work plan 

and in carrying out the review, the Monitor is encouraged to coordinate with PG&E.  

Any disputes between PG&E and the Monitor with respect to the work plan shall be 

brought, in the first instance, to the USAO for resolution.  If, after consideration and 

direction from the USAO, either the Monitor or PG&E believes the issue has not been 

satisfactorily resolved, either the Monitor or PG&E may request the Court’s 

assistance in resolving the issue submitted to the USAO for review and consideration.  

The Monitor shall issue a written report within 120 calendar days of completing the 

initial review setting forth the Monitor’s assessment and making recommendations 

consistent with the goals and scope of the monitorship as set forth in Section I above.  

The Monitor shall provide the initial written report to PG&E, the Probation 

Officer, the USAO, and the Board of Directors of PG&E. 

3) Semi-Annual Reports 

a. The Monitor shall prepare reports on a semi-annual basis beginning six months after 

completion of the initial report setting forth the Monitor’s continued assessment and 

making recommendations consistent with the goals and scope of the monitorship as 

set forth in Section I above.  The Monitor shall consult with PG&E concerning the 

Monitor’s findings and recommendations on an ongoing basis.  The Monitor shall 

provide the semi-annual written reports to PG&E, the Probation Officer, the 

USAO and the Board of Directors of PG&E. 
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4) Final Report for Public Release 

a. At the conclusion of the monitorship, the Monitor shall prepare a final written report 

for public release setting forth the Monitor’s assessment of the monitorship and 

PG&E’s compliance with the goals of the monitorship as set forth in Section I above.  

The Monitor and PG&E shall work together to ensure the public final written report 

sufficiently protects PG&E’s proprietary and business confidential information and 

does not otherwise compromise PG&E’s business interests or competitive business 

information.  The Monitor may take whatever steps the Monitor deems appropriate to 

protect the confidentiality of individuals, if any, mentioned in the final written report.  

If disagreement exists between the Monitor and PG&E concerning which portions of 

the report may be made public, the Court shall make the determination regarding the 

content of the final version of the publicly available report. 

b. PG&E shall have the option to file its own final public written report simultaneously 

with the Monitor’s final public written report. 

5) Potential Violation of Criminal Law 

a. If the Monitor identifies a potential violation of the criminal law, the Monitor 

shall promptly report the potential violation to the Probation Office, the USAO 

and PG&E.     

6) Defendant’s Adoption of Monitor’s Recommendations 

a. To the extent the Monitor’s report makes recommendations, PG&E shall 

begin the process of adopting all recommendations in the report within 120 

calendar days after receiving the Monitor’s report; provided, however, that 

within 30 calendar days after receiving the report, PG&E shall notify the 

Monitor and the USAO in writing of any recommendations that PG&E 
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considers inconsistent with applicable law or regulation or otherwise 

inadvisable and/or unreasonable.  Should the Monitor amend its 

recommendation after receiving PG&E’s notice, the Monitor shall extend the 

time period for beginning the process of adopting the recommendation.  As to 

any recommendation on which PG&E and the Monitor do not agree, PG&E 

and the Monitor shall attempt in good faith to reach an agreement within 45 

calendar days after PG&E serves the written notice.  In the event PG&E and 

the Monitor are unable to agree on an acceptable alternative proposal, PG&E 

shall promptly consult with the USAO regarding the dispute.  The USAO will 

submit a written opinion to PG&E and Monitor as to whether PG&E should 

adopt the Monitor’s recommendation or an alternative proposal.  If, after receiving 

the written opinion from the USAO, either the Monitor or PG&E believes the issue 

has not been satisfactorily resolved, either the Monitor or PG&E may request the 

Court’s assistance in resolving the issue.  Pending such determination, PG&E shall 

not be required to begin adoption of any contested recommendation(s).  With 

respect to any recommendation that the Monitor determines PG&E cannot 

reasonably begin to adopt within 120 calendar days after receiving the USAO’s 

written opinion or the Court’s assistance, the Monitor shall extend the time period 

for beginning adoption of the recommendation with prior written approval of the 

USAO or the concurrence of the Court. 

7) Extensions or Cancellation of Certain Reviews and Reports 

a. After consultation with PG&E, the Monitor may extend the time period for any 

review or report for up to 60 calendar days with prior written approval of the  

USAO.  In the event that a deadline is extended, PG&E, the Monitor, and the 
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USAO may agree to eliminate the Monitor’s obligation to prepare a subsequent 

semi-annual review and report.   

8) Early Termination of Monitorship 

a. If, reasonably promptly after completing three years of the monitorship or at any 

time thereafter, the Monitor or PG&E believe that PG&E’s applicable policies 

and procedures, and implementation and enforcement thereof, are appropriate, 

and that further monitoring and review is not warranted, then the Monitor or 

PG&E may apply to the USAO for permission to forego the remaining reviews 

and reports.  If the USAO approves, then the USAO shall make a 

recommendation to the Probation Officer and the Court to forego any remaining 

reviews and reports, and, upon approval by the Court, the engagement of the 

monitorship shall terminate. 

b. In no event shall the total term of the monitorship exceed the term of Probation. 

9) In undertaking the assessments and reviews described in Subsection II.D of this Order, 

the Monitor shall formulate conclusions based on, among other things: (a) inspection of 

documents, including PG&E’s current policies and procedures regarding compliance with 

the relevant gas transmission pipeline safety regulations; (b) on-site observations of 

PG&E’s procedures at various locations; (c) meetings with PG&E employees and officers 

at mutually convenient times and places; (d) analyses, studies, and testing of PG&E’s 

program with respect to gas transmission pipeline safety regulations, including results of 

CPUC audits; and (e) attendance at leadership governance meetings (i.e., Risk and 

Compliance meetings), other than during privileged portions of such meetings. 

10) Should the Monitor discover that PG&E or any PG&E employee has not complied 

with the gas transmission pipeline safety regulations, the Monitor shall promptly report 
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such non-compliances to PG&E’s Chief Ethics and Compliance Officer and Senior Vice 

President, Gas Operations for further action.  The Monitor shall address in his or her 

reports the appropriateness of PG&E’s response to all uncured non-compliances, whether 

previously disclosed to the USAO or not.  Further, in the event that PG&E, or any entity 

or person working directly with PG&E, refuses to provide information necessary for the 

performance of the Monitor’s responsibilities and PG&E refuses to cure the failure to 

provide the information, the Monitor shall disclose that fact and supporting 

documentation to the USAO.   

III. Successors 
 

A. This Order shall be applicable to PG&E during PG&E’s supervision by the Monitor. 

B. In the event of a sale of the gas pipeline transmission system, assignment or transfer of all 

of PG&E’s stock or assets to an unaffiliated third party pursuant to an arm’s-length 

transaction, the terms of this Order shall continue to apply to PG&E and to any successor 

of PG&E. 

C. The requirements of this Order are in addition to all other applicable requirements of law.  

This Order does not operate as a permit under federal, state or local regulations, and 

PG&E remains responsible for complying with all applicable federal, state and local 

laws, orders, and permits.  PG&E may not claim that compliance with this Order is a 

defense to any action commenced under applicable federal, state, or local law.  The 

government does not warrant that PG&E’s compliance with this Order constitutes 

compliance with other applicable legal requirements including but not limited to CPUC, 

NTSB, and PHMSA requirements. 

D. Within thirty days of this Order, PG&E shall provide written assurance to the USAO that 

it will not employ, retain, or otherwise be affiliated with the Monitor, or professionals 
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retained by the Monitor during the monitorship, for a period of at least one year from the 

date of termination of the monitorship.   

 

 

SO ORDERED this           day of January, 2017. 

 
UNITED STATES DISTRICT JUDGE 
 

26th
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